" DSW REGIONAL OFFICE
" " OFFICIAL FILE COPY

Date | Initial |  Code

I ’ 1575 Eye Street, Northwest
u n C a n Washington, D.C. 20005-1175 g
Teleph (202) 289-8400 S ; :gmg
& All e n EAXqE;());c) 289-8450 R W 6 2002
COUNSELLORS AT LAW IG ~

AR

November 5, 2002

Via FEDEX

Mr. J. Tyler Carlson

Western Area Power Administration
Desert Southwest Regional Manager
615 S. 43rd Avenue

Phoenix, AZ 85005

Dear Mr. Carlson:

Please find enclosed our report to the Imperial Irrigation District to
accompany their comments, submitted under separate cover, on the proposal
of the Western Area Power Administration to re-market power from the
Parker-Davis Project (“Project”), as published in the Federal Register, Volume
67, Number 153 on Thursday, August 8, 2002. We would appreciate you
ensuring that this report is attached to the main IID comments.

Smcerely yours,

ﬂﬂﬂﬂﬂﬂﬂ TS

Donald R. Allen

cc: Imperial Irrigation District
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COUNSELLORS AT LAW

November 5, 2002

MEMORANDUM
TO: Imperial Irrigation District
FROM: Donald R. Allen and Paul M. Breakman
RE: Report on Imperial Irrigation District’s Allocation of Power under

the Parker-Davis Project

In the context of the Western Area Power Administration’s (* Western”)¥

proposed long-term extension of allocations of power from the Parker-Davis
Project,? a question has arisen regarding Western’s allocation of Parker-Davis
power to Imperial Irrigation District (“IID”).# Specifically, a representation has

3/

The Western Area Power Administration, which was created pursuant to the
authority of the Department of Energy Organization Act of 1977, succeeded to
the power marketing function of the Department of the Interior’s Bureau of
Reclamation. Western’s absorption of a portion of the Bureau of Reclamation’s
power and energy functions led to a division of authority in the administration of
Interior’s power contracts. Western is the marketing agent for power generated
by plants operated by the Bureau of Reclamation, the Corps of Engineers, and
the International Boundary and Water Commaission.

See Doc. No. 15 herein. Current Parker-Davis long-term, firm electric service
contracts, including that of IID, are set to expire on September 30, 2008. See
Doc. No. 14 [52 FR 28333 (July 29, 1987), as corrected by 57 FR 54788(Nov. 20,
1992)] Western is proposing to extend a major portion of existing firm power
sales commitments for 20 years beyond the existing termination date. 67 FR 153
(August 8, 2002)

As a state municipal entity, IID is a “preference” customer of the Federal
Government, and receives power generated from the Parker-Davis Project on a
“preferred” basis. The Reclamation Project Act of 1902 (Act of June 17, 1902 (32
Stat. 388; 43 U.S.C. 391), I F.Recl. RL.A. 31)) which authorized the Department
of the Interior to undertake irrigation and reclamation projects on an extensive
scale in the 17 western states, did not provide for the production of electric
power. Nevertheless, as an incident to construction of project features, it was
footnote cont’d on next page
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been made that 15 MW of IID’s 30 MW Parker-Davis Project power allocation is
subject to reduction/recapture by Western.#

While it is factually correct that the 1948 Allocation (as defined below)

and the ensuing 1950 Contract for Electric Service? both contain a proviso for

frequently necessary to construct small power plants to provide power for
construction purposes. It was soon recognized that many dams and canal drops
located at Federal Reclamation projects presented opportunities for the
installation of hydroelectric power plants.

The 1902 Reclamation Act was supplemented by Section 5 of the Act of April,
1906 (34 Stat. 117; 43 U.S.C. 522; I R.Recl.R.L..A. 111). The 1906 Act authorized
the Secretary of the Interior to develop this power potential on Reclamation
projects through installation of power facilities or through the lease of the power
privileges to others who would install facilities. The 1906 Act also established
two basic polices which have persisted to this day: (1) net power revenues
derived from such leases are credited against the cost of the project, thus
reducing the repayment obligation which users of water provided from the
Reclamation projects must repay to the Government, and (2) that preference in
the sale or lease of power was to be given to municipal purposes (later broadened
to include all public agencies and cooperatives).

In open, public information meetings with Western, Attorney Michael A. Curtis,
on behalf of undisclosed entities allegedly qualified to receive allocations of
Parker-Davis power, has maintained that 15,000 kilowatts of IID’s allocation of
Parker-Davis power should be withdrawn from, among others, IID. In support
of his claim, Mr. Curtis appears to rely exclusively on a 1948 allotment of Davis
power, as outlined in a June 3, 1948 Memorandum from the Bureau of
Reclamation to the Secretary of the Interior (as approved by the Secretary of the
Interior on June 23, 1948) (Doc. No. 5, herein). Specifically, Mr. Curtis has
made reference to a footnote to Table 3 of the 1948 Memorandum entitled
“Allocation of Davis power (kilowatts),” and concluded that 15,000 kilowatts of
IIDY’s allocation (under the Parker-Davis Project) is recapturable from IID by
Western because IID has long-since placed the Pilot Knob power plant into
operation. The referenced footnote to the 1948 memorandum states that such
power is “subject to recapture by the Bureau if and when the Imperial Irrigation
District places the proposed Pilot Knob power plant in operation.” The effects of
this footnote are discussed below in detail.

Contract for Electric Service to Imperial Irrigation District, by and between the
United States Department of the Interior, Bureau of Reclamation and Imperial

footnote cont’d on next page
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reduction/recapture of up to 15 MW of IID’s allocation of Davis power,¥ IID
satisfied the Bureau of Reclamation’s condition on such allocation as early as
1954 by demonstrating its need for the full Parker-Davis power allocation. The
consequence of satisfying the Bureau’s condition was that as of 1954, IID
qualified for its full 30 MW allocation of Davis power. No further condition has
ever been placed on IID’s allocation. The purpose of this memorandum is to set
forth the factual record upon which IID’s 30 MW allocation was and is based.

A. Factual Analysis and Background

On June 23, 1948, the Secretary of the Interior approved an allocation of
Davis Dam power to IID based on a Memorandum from the Commissioner of the
Bureau to the Secretary of the Interior, dated June 3, 1948 (collectively, the
“1948 Allocation”). The 1948 Allocation specifically afforded the Bureau the
- right to “recapture” 15,000 kilowatts of the allotment “if and when [IID] places
the proposed Pilot Knob Power Plant in operation.”” The 1950 Electric Service
Contract, negotiated and executed as a result of the 1948 Allocation to IID¥,
reserved a 15,000 kilowatt “reduction” provision similar to that provided by the
1948 Allocation. However, the Department of the Interior’s discretion to reduce
IID’s 30 MW power allocation was circumscribed by IID’s right to establish its
need for the full 30 MW.¥

Irrigation District, dated September 26, 1950, Contract No. 176r-638 (“1950
Electric Service Contract”). (Doc. No. 5).

8/ Each document provided for recapture/reduction, respectively, of Davis power “if
and when” IID places the “proposed Pilot Knob Powerplant in operation.”

v See Footnote 2 to Table 3 of the 1948 Allocation entitled “Allocation of Davis
power (kilowatts).” (Doc. No. 2).

¥ Implementation of the 1948 Allocation was subject to the execution of an

acceptable contract. The 1950 Electric Service Contract is that contract. (Doc.
No. 5).

y See Section 7(b) of the 1950 Electric Service Contract (Doc. No. 5) which
‘ provides:

Provided, further, That the United States may reduce the contract
rate of delivery to 15,000 kilowatts, and the aforesaid fractions
36,000/225,000 and 30,000/180,000 to 15,000/225,000 and
15,000/180,000 respectively if and when the Contractor places the
footnote cont’d on next page
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The recapture/reduction provision was originally included in the 1950
Electric Service Contract as a result of the Bureau’s skepticism about IID’s need
for power from both the Davis Dam project and the Pilot Knob plant. The
Bureau’s rationale can be construed from the 1948 Allocation,?’ the 1950 Electric
Service Contract,lV and an April 14, 1950 letter from M.J. Dowd, IID’s
consulting engineer, to the President of IID, Evan T. Hewes (the “Dowd Letter”).
The most complete and contemporaneous record of the parties’ intention is set
forth in the Dowd Letter. In his letter, Mr. Dowd recalls the negotiation he had
with Bureau personnel, stating that he “raised all the points [he] could in favor
of [IID’s] request for an elimination of the reduction provision in its entirety,”
but that the Bureau, even though seemingly sympathetic, was “not interested in
selling Federal power to either a public or private agency if such power was to be
in large part sold to another utility.” Further, the Bureau apparently stated
that, “if and when [IID] is ready to operate the Pilot Knob plant” it could show
its need for both the Davis power allocation and the Pilot Knob power, “there
would be no question of [IID] being able to retain [the entire 30,000 kilowatt
allocation].”1?

IID did establish its need for its full 30 MW allocation of Davis power four
years after signing the original 1950 contract. In anticipation of construction of

proposed Pilot Knob Powerplant in operation; Provided, further, That
the United States acting by and through the contracting officer will,
at the written request of the Contractor made not more than 30
months prior to the time said powerplant is scheduled to be placed in
operation by Contractor, hear and consider the views of the
Contractor as to its needs for power and plans for the disposal thereof,
and will within six months after receipt of such request notify the
Contractor of its decision to make or not to make such reduction in
the contract rate of delivery.

i The 1948 Allocation provided that the Pilot Knob powerplant and the 15,000

kilowatts of Parker power “would make ample hydroelectric capacity available”
to IID. (Doc. No. 2).

w The 1950 Electric Service Contract contained a provision that obligated the
Bureau to hear and consider IID’s “needs for power and plans for disposal
thereof,” prior to any reduction of IID’s allocation. (Doc. No. 5)

12/ Doec. No. 3.
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the Pilot Knob plant, IID by letter dated July 9, 19541 asserted its necessity to
retain the 30,000 kilowatts of Davis power and requested a hearing pursuant to
Section 7(b) of the 1950 Electric Service Contract.l4 In the July 9, 1954 letter,
IID informed the Bureau that IID’s estimates (as stated in its 1948 application
for Davis power) for the year 1955 of 79,000 kilowatts, with net energy for load
at 418 million kilowatt-hours, “were much too conservative.” According to IID,
in 1953 the system peak load had reached 77,300 kilowatts, and net energy for
load was actually 407 million kilowatt-hours. In 1954, the system peak load had
reached 86,500 kilowatts; the revised estimates for 1955 contemplated a peak
load increase to 93,800 kilowatts; and the estimate for 1957 (the year in which
the Pilot Knob plant was scheduled for initial operation) contemplated a peak
load of 119,000 kilowatts. IID’s firm generating capability for 1957, including
the full 30,000 kilowatts of Parker-Davis power and the Pilot Knob plant, were
estimated to be only 115,800 kilowatts,¢ a nearly 4,000 kilowatt shortfall.

ITD’s “hearing request” was granted without the need for further
proceedings. By letter to IID dated September 10, 1954, the Bureau
acknowledged that IID had satisfied the Bureau’s condition of demonstrating its
need for Davis power and had thereby satisfied the condition on the 15,000
kilowatt portion of the allocation.l” The Bureau found:

As a result of the review of your letter of July 9, 1954 by this
and our Washington Office I have been authorized by the
Department to advise you that the rate of delivery of 30,000
kilowatts of power under [your contract] will remain in effect
until the termination of that contract on December 31, 1970, or
such earlier time as may be the case thereunder.

The Department of the Interior reassured IID of the dependability of its
full 30 MW allocation some six years later in connection with its consolidation of
the Davis Dam and Parker Dam projects. As part of Congress’ desire to effect

1y Doc. No. 6.
14/ See supra footnote 8.
15/ Doc. No. 1.

1/ Id.

=

1 Doc. No. 7.
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economies and increased efficiency in the operation and maintenance of the
projects and of accounting for the return of reimbursable costs to the
Government, the Parker Dam power project and the Davis Dam power project
were consolidated in 1954 into a single project.1¥ In order to facilitate Congress’
goal of joint marketing and administration of Parker and Davis power, the
Bureau decided to terminate IID’s Davis power contract (the 1950 Electric
Service Contract) as of December 31, 1962.2% The contract was originally
scheduled to run until December 31, 1970. The October 8, 1959 Letter informed
IID that power generated at Parker and Davis powerplants would be reallocated
and that “continuity of the power supplies presently available to the preference
customers [would] be a major objective in such allocation.”2

In an apparent attempt to relieve IID’s concerns about the Parker-Davis
power reallocation, on January 7, 1960 the Bureau sent IID a follow-up letter to
the October 8, 1959 Letter, and stated:

Although it is not possible for us to make an immediate final
allotment of power to customers, we wish to alleviate as much of
your doubt as possible. We assure you at this time that power
and energy will be allotted to you in an amount at least equal to
the amount stated in your present contract.2V

The effect of this letter was that IID’s allocation of 30,000 kilowatts, as well as
the Bureau’s recognition of IID’s power requirements,22 were preserved on a
forward-going basis.

18/ The Parker Dam and Davis Dam power projects, authorized and constructed
separately, were consolidated into the Parker-Davis Project by Act of May 28,
1954 (Public Law 373, 834 Congress, 68 Stat. 143). The Parker-Davis Project is
comprised of Parker and Davis Dams, on the Colorado River below Hoover Dam,
power plants at each of these dams, and the associated transmission system.

1y See Letter to IID from the Bureau of Reclamation, dated October 8, 1959 (the
“October 8, 1959 Letter”) (Doc. No. 8).

w4

2u Doc. No. 10.

I
IS}

See Doc. No. 7.



Duncan
& Allen

B. Conclusion

Since the year 1954, when IID satisfied the Bureau’s recapture/reduction
condition by demonstrating its power requirements, IID’s firm electric service
contracts for Parker-Davis power have consistently allocated at least 30 MWSs of
nonwithdrawable power to IID under the Parker-Davis project.2¥ There is no
basis anywhere in the record of Parker-Davis power allocations to support any
action by Western to subject IID’s allocation of Parker-Davis power to any
special “recapture” or reduction, as has been suggested during various public
information and comment meetings relating to Western’s application of Parker-
Davis power. Any such action singling out IID’s 30 MW power allocation would
constitute a violation of IID’s right to due process under the Administrative
Procedure Act.2¢

23/ IID’s allocation in 1973, 1975 and again upon reallocation in 1976, provide
specifically that none of IID’s allocated Parker-Davis power is subject to
recapture/withdrawal. (See Doc. Nos. 11, 12 and 13). Further, IID’s current
contract with Western, negotiated upon publication of final allocations in the
Federal Register back in 1987 (see 52 FR 28333, Doc. No. 14, herein), also
provides for 30,000 nonwithdrawable kilowatts of power under the Parker-Davis
project.

5 USCS § 702 (2002) (“A person suffering legal wrong because of agency action,
or adversely affected or aggrieved by agency action within the meaning of a
relevant statute, is entitled to judicial review thereof.”)
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The following table outlines the documents that have been obtained and
reviewed in connection with the above analysis.

Application oIDr Davis
Dam Power

2 T
Davis Dam

48-03-24

1948

Application requesting 15,000
kilowatts of Davis Dam power

2 Davis Dam Allocation of Davis Dam 48-06-23 Dated June 3, Provision for the recapture of 15,000
Energy -- Memorandum 1948 kilowatts of Davis power wheny/if the
from Bureau of | Pilot Knob power plan goes into
Reclamation to Secretary operation.
of Interior
*Original Letter*

See Doc. No. 7

3 Letter from MJ Dowd Davis Dam 50-04-14 April 14, 1950 Letter stating that the rational for the
(Consulting Engineer) to reduction provision -- “Their position
1ID President was that the Government was not

interested in selling Federal Power to
either a public or private agency if
such power was to be in large part
sold to another utility . . .”

4 Letter from Bureau of Davis Dam 50-05-01 May 1, 1950 Letter informing 11D that an additional
Reclamation (Regional provision has been added to the
Director) to lID Davis power contract -- “. . . the U.S.

will . . . hear and consider views . . .
as needs for power. . ."

5 Contract for Electric Davis Dam 50-09-26 September 26, | Original contract, indicating 15,000
Service 1950 kilowatts are subject to reduction

6 Letter from IID to Bureau of | Davis Dam 54-07-09 July 9, 1954 Request for hearing on power needs
Reclamation in order to retain full allocation of

30,000 kilowatts

7 Letter from Bureau of Davis Dam 54-09-10 September 10, | Letter authorizing delivery fo IID of
Reclamation to IID 1954 30,000 kilowatts of Parker-Davis

power

8 Letter from Bureau of Davis Dam 59-10-08 October 8, Notice of termination of power
Reclamation to IID 1959 Contract, stating that Parker-Davis

power will be reallocated

9 Letter from IID to Bureau of | Davis Dam 59-12-10 December 10, Letter indicating 1ID’s growing power
Reclamation 1959 needs in light of reallocation

10 Letter from Bureau of Davis Dam 60-01-07 January 7, Letter to [ID assuring that “power and
Reclamation to 11D 1960 energy will be allotted to you in an

amount at least equal to the amount
stated in your present contract.”

11 Parker-Davis Power Parker-Davis 73-04-01 Amount under Lists allocated Parker-Davis Power
Contrac Dam contract as of effective as of April 1, 1973

April 1, 1973

25/ See “Updating The Hoover Dam Documents, 1978”, adopted by the United
States Department of the Interior, Bureau of Reclamation (page 56 and
Appendix 301).



Duncan
& Allen

Imperial Irrigation District
“Updating The Hoover Dam “Updating The
Documents, 1978, s Hoover Dam Firm2¢
published in “Updating The Documents, Recapturable
Hoover Dam Documents, 1978", Summer: 30,055 kw 0 kw
1978” by the Bureau of published in Winter: 22,535 kw 0 kw
Reclamation] March, 1978 by
the Bureau of | contract No. 14-06-300-1301
Reclamation
None of IID’s allocation is listed as
withdrawable/recapturable
12 Parker-Davis Power Parker-Davis 75-07-01 Amount under Lists allocated Parker-Davis Power
Contracte/ contract as of effective as of July 1, 1975
July 1, 1975
[Table reference from Imperial lrrigation District
“Updating The Hoover Dam “Updating The
Documents, 1978", s Hoover Dam Nonrecapturable Recapturable
published in “Updating The Documents, Summer: 30,055 kw 0 kw
Hoover Dam Documents, 19787, Winter: 22,535 kw 0 kw
1978” by the Bureau of published in
Reclamation] March, 1978 by | Contract No. 14-06-300-1301
the Bureau of
Reclamation
None of IID’s allocation is listed as
withdrawable/recapturable
13 Reallocation of Parker- Parker-Davis 76-04-01 40 FR 66, as Lists reallocated Parker-Davis Power
Davis Power published in effective as of April 1, 1976
“Updatingf
26/ The term “Firm” in this context is equivalent to “nonwithdrawable.” The

Parker-Davis Project “withdrawable” capacity and associated energy is defined
as “power that is reserved for United States priority use, but not presently
needed.” See Doc. No. 29 herein (52 F.R. 28333; July 29, 1987). According to
Western’s 1987 power allocation, “[w]hen priority-use power is requested,

Western will substantiate that the power to be withdrawn will be used for the
purposes specified in the [Conformed General Consolidated Power Marketing
Criteria published in the Federal Register (49 FR 50582) (the “1984 Marketing
Criteria”)] and then, upon a 2-year written advance notice, Western may
withdraw the necessary amount of power on a pro rata basis. Withdrawals of
power may be made until the total amount of power reserved for priority-use
purposes is fully withdrawn.” Id. As defined in the 1984 Marketing Criteria,
“[pJower reserved for United States priority use is capacity and energy which
1s reserved for Federal Reclamation project use, and irrigation pumping on
certain Indian lands.” See 49 FR 50582 (December 28, 1984).

Id. at pages 61-63.
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~ PRESENT ALLOCATION

The Hoover
Dam imperial Irigation District
Documents,
1978" by the | Permanent Withdrawable
Bureau of Summer: 30,055 kw - kw
Reclamation
FINAL REALLOCATION (kW)
Imperial Irrigation District
Permanent Withdrawable
Summer: 32,500 kw - kw
None of IID’s allocation is listed as
withdrawable/recapturable

14 Final Allocation Criteria and | Parker-Davis | 87-07-29 52 FR 28333 Imperial Irrigation District

Allocations of Capacity and (July 29,
Associated Energy From 1987), as Nonwithdrawable Withdrawable
the Parker-Davis Project corrected by Summer: 32,550 kw 0 kw
57 FR Winter: 26,300 kw 0 kw
54788(Nov.
20, 1992)

15 Notice of Proposal of Parker-Davis | 2002-08-07 67 FR 153 Current Parker-Davis long-term, Firm
Western Area Power Electric Service ("FES”) contracts,
Administration, announcing July 26, including that of IID, are set to expire
its Post-2008 remarketing 2002; on September 30, 2008. Westem is
effort of for the Parker- Published proposing to extend a major portion of
Davis Project August 8, existing firm power sales

2002; filed commitments for 20 years beyond the
Aug. 7, 2002 existing termination date. Western is

seeking comments on their proposal.

Michael Curtis’ allegations have
arisen in the context of this
proceeding.
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K1 Cectre, Califernia
Mareh 24, 1548
Er, E. A, m:, Regional Directer
Barean of Reslamatisn -
mw.m
Dear Mr. Noritss Ret Application for Devis Dem Power
| by Isperia) Irrigestion Pistrigh

In response to your lstter of Fedrusry 27, I am encloeing spplisation of Imperial
Irrigation Distrist for 15,000 kilowatts of Devis Dam pewer, t0 be delivered at
Drop 4 on the AlleAmerican Csnal, This application 4{s boing msde under authority
granted by resolution of our Hoard of Directors dated Noveaber 19, 1946, certi-
fied copy of which was subnitted to you by my letter of Eovember 20, 19448 and
scknowlecdged by your letter of January 24, 1947. 4

Eay I call your sttention to the note which we have placed s$ the bottom of the
application, As we interpret ocur existing ecntrset with you for Parker Dem
power (Contraet Ko, 12re11729), if, as provided in irtials 10 of the contrset,
it becowmes necessary for you Lo discontinus er reduse the maximum delivery of
power and energy st any tize after the initisl ten-year period, then, in ascord-
ance with the second parsgraph of Article 10, you will imnedistely replace it
by an equal amount of power and energy from Davis Dem. Such replacemend pover
would, of courss, be in addition to the power for which the snelosed spplication
is mxde. Ve assume that in making sny new allocations of Davis Dam power, suf-
ficient cupecity will be reserved to fully meet the replacenent requiressnts of
all contracts for Perker Dem power such as ours.

If the foregoing is mot in sccordsnce with yeur interpretatien and indentiess,

will you please 8o advise ws, ss such would affect the present application we
are submitting for Davis Dem power.

Yours very tmily

= u, J. ICAD
Consulting Engineer
MJD: HMF
_Enclosure . s man

welo !

RZGISTERED MAIL Caae
Copiss to Nessrs. loves, lierten, Veiss, md lssse

£\ -
— i



UNITED STATES
DEPARTMENT OF THE INTERIR
BUREAU OF RECLAMATION

~ Davis Dam Project

Application for Electric Power and Energy

March 24, 1948
Date

arial ation District an
Name of Organisat.

Name and Title of Official to whom correspondence should be directed.

Public Agency (Agency of the State of California)
Type of Organization: Municipality, Public Corporation, Public Ageney,
Cooperative, Nonprofit Organization, other utilitles.

Point of Delivery on Davis or Parker transmission system: Subetation

Drop No on All-American Canal rial Count ifornia
Town County State
3 178, __17E, S.B,B, & M,
Section Township Range Meridian

Delivery Voltage: 161 kv (transmission voltage)
Power and Energy Desired:

Maximm Rate of Delivery ___ 15,000 Kilowstts

Annual Energy Requirements 80,000,000 Kilowetthours
Estinmated Total System Load: 1 19503 1955 1
: s "8
Peak Load - Eilowatts : 65,000 79,000
s ! 3
Net Energy for Load - Kilowatthours: 345,000,000 : 415,000,000 1
) 3

Note: The above figures denoting energy desired de-{—) do not (X ) include
your organisstion's present contract for Parker Dam power and energy.

A separate application form should be completed for each point of
delivery desired,

It is assumed that under the terms of the District's Parker contract, any
reduction in delivery of Parker power will be fully replaced by additional
Davis power, ‘
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corY
: UNITED STATES
DEPARTMENT OF THE INTERICR In reply refer tos
BUREAU OF RECLAMATION :
WASHINGTON 25, D.C. Attention 630

JUN 3-19A8

Vemorandum

To: Secretary J, A, Krug
(Through Division of Power)

From; Commissioner

Subject: Proposed allocation of Davis power and energy to spplisants
therefor - Davis Dam Project.

Following your approval on February 10, 1948, of the Interim Sched-
ule of Rates for Wholesale Firm Power Service (Scheduls R3-F3) for the
Davis Dam Project, Regional Director Morits dispatched a letter to all
prospective applicanta for Davis power announcing your approval of ths
scheduls of rates and requesting completion of an application form by
¥arch 31, 1948. The letter, which was dated Pebruery 27, 1948, is en-
closed and marked Exhibit A.

In responss to the announcement and request, Mr, Morits received
applications for Davis power in a total amount far in excess of the
180,000 kilowatts that is expected to be availsble at load centers from
the Davis Power Plant. The individual applicaticns and a summary thereof
by applicants are enclosed and marked respectively txhibits B and C, A
sumnary of the applications filed, grouped bty States, is shown in Table 1,

Table

Summary of Applications Flled
(Power in kilowatts and energy in millions of kilowatthours annually)

1Classification of Prospective Customersg:
State 3 Preferenze Non-Preference i Total

Power § Energy : Power : Energy 1 FPower : Energy

t 1 s t t
t 2,394 1 125,500 s 584 1 626,825 + 2,978
222,480 1 1,149+ 66,200 1+ 397 1 288,680 ¢+ 1,546
60,000 : 350 - 1t == 3 60,000 s 350
- asem  § BL
[ $ 10 191,700 3 2l 85,80

California
Nevada
U

)

, -
Ariezona t 501,325

t

:




Table 2 shows the sumary of applications in Table 1 after elimination of
the apparent duplications,

Iable 2

Swmary of Applications after Elimination of Apparent Duplications
(Power in kilowatts and energy in millions of kilowatthours annually)

L] a P %
S 9 N 1
t Power ¢ Energy s Power : Energy t Power t Energy
L} ] ] ] ] ]
Arisona ¢ 300,280 : 1,193+ 22,500 s 101 1 322,790 ¢+ 1
California 222::.&) 3 1:11.9 t 66:200 1 397 m:m : 1::22
Nevada 1 60,000 3 3501 == 3

s 60,000 3 350
10

In view of the applications for Davis power far exceeding the amount
which will be available, the power allotment of Davis capacity becomes a
difficult problem, In considering this problem the Bureau has used the

following prioritiess

(a) Fulfillzent of commitments for power from cther
Colorsdo River sources in present contracts for Parker power,

(b) Federal Agencies within the Department of the
I.nt.erior.

(¢) Other Federal Agencies,

(d) Certain small contractors which have preference
under Reclamation Law and also are now served directly ty
the Parker power system.

(e) Other applicants which have preference under
Reclamation Law,

(£) A1l other applicants,

Using these priorities and limiting allotments to spplicants which
could be either served directly by the Parker-Davis transmissicn system,
which has been described to the Congress in requests for appropriations,
or applicants in the State of Californis which msnifestly could make
transmission arrangements with other agencies, the Bureau has prepared
and recomends the allotaent shown in Table 3.



(@

(v)

(e)

(d)

(o)

Jable 3

Mﬁ%&ef_m*-_&!s |
« kilowatts

Fulfillment of ocamitments in contrasts for Parker powers

Gila Project

Bagdad Copper Corporation (Contract I2r-13,919)

Colorado River Indisn Irrigation Project (Contract Ilr-l,398)
Imperial Irrigation District (Contrect I2r-11,729)

San Carlos Indian Irrigation Project (Contrsct Ilrel,329)
Tucson Gas, Electric Light and Power Co, (Comtract I2r-ll,533)

Subtotal
Pederal Agencies within the Department of the Interiors
San Carlos Indian Irrigstion Project
Other Federal Agenciess
Army Englneer Board, Imperial Dem, Arizona

Aray Air Porce Stations, California
Veterans Administration Cemter, Whipple, Arisma

Certain sazall contractors which have preference under Reclamstion
Law and also are now served directly by the Parker power system:

Gila Valley Power District
Yuza Irrigation District

Uther applicants which have preference under Reclamation Lawg
State of Nevada through its Colorado River Commission
Imperial Irrigation District

State of Arizona through the Arizona Power Authority

Total

Notes;

9,000

3,000
15,000

2,000
1,500

b0y
45,775 3/

180,000

1/ To be temporarily sold by the Bureau of Reclamation, as explained in

the text,

2/ 'Subject to recapture by the Bureau if and when the Imperial Irrigation
District places the proposed Pilot Knob Power Plant in operstion.

3/ Includes 14,000 kilowatts subject to withdrswal by the Bureau upon two

Jears' notice for use in the operation of the Gila Project.,



After providing for the immediate requirements for operstion of the
pumping plants of the Gila Project, the requirements of applicants have
ing rights to power from other sources in contracts for Parier power to
the extent of the commitments in such contracts, and the spplications of
the San Carlos Indian Irrigetion Project, the irmy Engineer Board, the
Veterana Administration Center, and two districts now being served by the
Parker power system, dggregating in total 59,225 kilowatts, thers re-
mains 120,775 kilowatts for allotment to other spplicants. Of this amount,
45,000 kilowatte is reoccamended for the State of Bevada (Nevada has applied
for 60,000 kilowatts or one~third of all Davis power), and 30,000 kilowatts
is recommended for customers in the State of cmrcrn{s. All of the rexain-
ing 45,775 kilowatts is reccamended to be allotted to the State of Arisona
because the most desperate need for power in the Devis market ares, vhich
has been described to the Congress as central and southern Arisoma, southern
Nevada, and southern California, is in Arisona, . - . ,

It is undsrstood that the State of Nevada does not conteamplate immediate
need for Davis power but is conducting a campaign for introduction of addi-
tional industries in the Basic Magnesium Plant predicated on the availability
of Davis power to supplesent its power from Hoover Dam. In view of this
situation, it 1s recommended that the allocation to the State of Nevada be
tezporarily sold bty the Bureau to the zunicipalities of Los Angeles, Burbank,
Glendale and Pasadena subject to withdrawal by the State of Nevada upon one
year's notice in such increments as the State nay desire. Such power would
be apportioned among the four Californies municipalities in the ratio of the
anounts requested by those municipalities and withdrawals would be made in
the same proportian,

One-half of the 30,000 kilowatts allotted for use in the State of
California is recomended for the Imperial Irrigation District, & preference
customer, Since the capacity of the proposed Pilot Knob Power Flant and the
plants at the Drops on the All-American Cinal Plus 15,000 kilowatts of Davis
power under the commitment in the District's contract for Parksr power would
zske ample hydroelectric capacity available to the District, it is recom-
mended that the 15,000 kilowatte of [avis powsr over wo above the
15,000-kilowatt Parker contract commitment be subject to recapture by the
il:roau 1:1:d when the District places the proposed Pilot Xnob Power Plant

opera . :

The Arizona Power Authority has been allotted a1l of the 45,775 kilowatts
Fecoxuended for Arizona to be =ads available to other applicants which have
preference under Reclamation Law, After elimination of apparent duplication,
such other prefarence spplicants have applied to the Bureau for 228,000 kilo-
watts of Davis power, The Authority is in & better position than the Bureau
to spportion such 45,775 kilowatts smong all such applicants because the
Authority can supplement Davis power and energy with its Hocver Dam energy



for which it has not yeot exercised {ta
the entire anount to the Authority was
Eleotric Coordinating Comittee in itg
allotment has been
tion Administration,
the Authority

however, that
the Authority
are not
Reclazation

the preference

Law, although the

Reclamstion Law, Accordingly
could follow the
the extent that such law is
own Act,

In order to essure
required for the operation of the pun
its develommment
developaent of
Davis power have been included in
Power Authority,
45,775 kilowatts

A detsiled analyais

It is recommended
Table 3 subject, to the nagotiation

such approval the Bureau will
Enclosure 303,
I concur JUN 14 1948

/e/ Walton Seymoup
Director, Division of Power,

JUN 23 19,8

/8/ do i, Krug
Secretary of the Interior,

Copy for Diviston of Power,

co-Reg,Dir,,Boulder City,Nev,
Reg.Csl,,Los Angeles,Calif,

Approved:

(orig. to Mr, Dermody; copies to Messrs,

to require it to observe the
Reclamation Lay in the resale of Davis power,
provisions governing disposition of power
(Section 6 (b) of the Arigona

in all respects ddentical with the preference provisions
Authority is itself o preference
» dthout an
preference provisions of
consistent with the Authority's

the use in Arizona of Davis

proceeds but which is not
the Project, such inecreased
the 45,775 iilowatts allotted to the Arizona
1s recommended that 14,000 kilowatis of the

to withdrawsl
in such increments ay are required for use {n the

of the epplications
the amounts thepreof and the reasons therefor,

that you approve the allotment of Davis power shcwn in
of acceptable
imedistely undertale negotiation of such centracts,

right to take, Such allotment of
recamzended to
letter of March
advocated by represantatives of the
the Bureau's proposal in contracting with

you bty the Arisona
26
Rural Electrificse

preferences established in
It a2ust be pointed out,

Power Authority Act ’

customer under

its Act, the Authoricy

ion Lav only to
powers under ite

axsndment to

power vhich will be
of the Gila Project as
required at the presant atage of
requirements of the Project for

Bureau upon two years' notice
operation of the Gila Project,

by the

granted o rejected, incl
is enclosed and marked Exhibit D,

contracts, Upon recelipt of

(3gd.) Michael W, Straus

I concur 6/17/148

2 eEeie

Hewes, Hortan, Weiss and Dowd)
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MePhall
be thubwathMutomemuwameorc
the te and had to leave.

Mr. Xorits had forwarded our letter of March 23, together Vo
with his comsments, to the washington office. 1 will discuss the
points we raised in the order stated in our letter of March 23.

1. Reductiocn to 15,000 kilowatts.

In an endeaver to mest our re st that the provisicn
whereby our contrect may be reduced to 15, kilowatts whem we put
the Pilot Knob Power Plant in tion, Mr. Morits had suggested
that at page ) of the cemtract mmm-fmtuutmmcr
the sentende ending with the word “operation® the following pro-
vision be added!

mcmmmmm.wmmmumormcou-
tractor as to its needs for and plans for the thereof,
will withia six wmonths receipt of such ot the



Kr. Evan T. Hewes
April 14, 1950 -2 -

-

I raised all of the points I ecould in faver of our
request fer an elimimation of reduction provision in
eatirety. mmmmomcnnmm:?-

pathetic to owr pesitien, they are v to g0 any farther
than had od by Mr. Morits. tion vas
that the was not interested in Federal power
to either a 11i¢ or a private if such power was to be
in large seld to another utility. nwmmtu
and vhen we are to eperate the Pilot plant we could
show that we ceuld we for the most part for our own re-

' While in this as well as other gquestioans we would
have the right to appesal to the Secretary ef the Interior, it
is my suggestion, after considering all phases, that we accept
the proposed provision and let the matter rest at that point.

2. uct P t .

Our request for the addition of a subarticle at
the end of Article 8 of the draft contract, by which a reduction
in the Parker energy rate would be granted us from and after
the date me commences at Knod Switching Statiom, ogrcvod
to be unacceptabdle to either Morits or the ¥Washington office.

1 am not certain as to Kr. Morits's position as I
did net have the ocpportunity to see his letter to Washington.

stalling expensive the Inod Switching



¥r. Evan 7. Heowes
Aarillk.l”o ""

my recommendation that we accept this anmwer.

3. Artisle 9(d) - Rate Schedules.

I fousd the officials quite sympathetic to our
request and apprecistive ef the fast, fonguiu our duul::on,

that Imperial was in a re position as cowmpared
Mﬁtﬂu@mﬂn&rdﬂl had dealt. Omn the
other » thay told me that the same had desn

Nr. Morits had ndm.tnchhhrn
are ble te recommend elinination of Article 9{(d) and
substitute thereof of the following!

%9(d). The Contractor will revise its rate
schedules from time to time as may be necessary to
ww with the objectives set forth in Article 9(a)

and will keep the comtracting officer fully
informed as to any such revisiéns. The Contractor
shall) kug on file with the contracting officer at all
times coples of its rate :cchedules thea in effect.”

Mymtwmltmunmtnwu
clearly understood that the fact the change was being recommended

It seems that even the wording as at present in
Article 18(b) and Article 18(c) is mot acceptable here and that
in place therecf the following is necessary:

=(b) The Comtractor shall not discriminate
miutmqlmocmlimtrwqmtmof



Ayrun..nso -l -
race, creed, ©0lor, erntmlm.adﬂnnqdﬂ
an ident te de included all gubgontracts}
' .wwwmmwu.w
uwmw mtvtuaattbca—
ved in the per-

Attorney Smith dwuadtmwvuhumﬂmm
that it all stemmed [rom Executive Orders. You will nete that
the nevw laagusage ;pxlin to the whole contract in 80 far as the
business Or activities of the Distriet are related to {whatever
that mesns) or iavolved in the performance of axy part of the
work contemplated bg.t.ho contract. Just what the work may be

s

a vioclation of these sions. Of course. as he said, should
we violate the p:.;il ons and, upoa notice from the Covermment,

far as he knew, there a arise under
clauses neny of coantracts. I might add that the
qmncwcmwitmmmumﬂumwtof
ummd?mwuimwjr. Ift.hqcmnvo\dththue
pro’ .Wmmm.

here is ene mmxmunnmtmod
in the matter of , snd 1z the last tence



would be aceeptab ths Covernment. In my opiniem Article
nhof.dmugtoubutlmtmmh it to

us frem Article 22. Morits and officials here are
agreeadbls to the elimination of beth Articles 21 and 22, them
we must we'gh that vhat we feel would the -
Yantages o us the eeritten Articles 18(b) and 18(e).

T was told that we weuld have the right, of cowse,
d:{pﬂlmmhmmyinm--tw,mummmn
likely take at least seversl ysars to a decision since
this subject is involved in Executive ors affecting nearly
all of the various d ts. Subnttoaloal:ﬁnhnu
toit::i‘fectonm, would be inclined to suggest t we

op .

]
0
0

roposed revigion as shown above.

The Bureau here is writing Mr. Morits telling of our
the in the draft contrect

approving

indicated here. I told them I would transait the
you for your consideration. I am not too clear as
to vhat next step will be, but I assume that, after you
reach a conclusion in to these matters, you would confer
again with Mr., Morits if there wars no disagreement, then
the revised contract, including thesa amendments, would be ready
for submission to Secretary Chapran for approval as to form.

I will aweit further instructiens from you in regard
to this aatter.

|

1
o

8
:

Sincarely yours,

YO0

CONSULTING ENGINEER
MJD imb
2
§ - Meoes S
te Vo (Woiaas we S
Iewar -';‘\ &
/%uﬁy&L&) ovF .
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"UNITED STATES DI
DEPARTMENT OF THE INTERIOR

Region III
Boulder City, Nevada

May 1, 1950

Mr, Evan T, Hewes, President
Board of Directors :
Imperial Irrigation District
El Centro, Califormia

My dear Mr, Hewes:

Reference is made to your letter of March 23, 1950,
rdative to the proposed contract with your District for the sale
of Davis Dam power and energye.

Your comments on the March 9, 1950, draft of the proposed
contract have been .discussed with our Washington office. This dis-
cussion has resulted in a new draft of contract incorporating such
of the suggested cranges made in your reference letter as could be
made under the Bureau's established policies for the marketing of
electric power and energy and under the special policies established
by the Secretary for the marketing of Devis Dam power and ermgye.

You will note that sn additional provision has been added
to Article 7(b) of the draft of contract providing "* * * That the
United States will, at the written request of the Contractor made
not more than 30 mcnths prior to the time said powerplant is scheduled
to be placed in operation by the Contractor, hesr and consider the
views of the Comtractor as to its meeds for power and plans for the
disposal thereof, and will within six months after receipt of such
request notify the Contractor of its decision to make or not make
such reduction in the contract rate of delivery.P

The Bureau does not believe it is justified in making the
minor rate reduction which your District has requested in the event
the point of delivery for Farker power is changed from the Drop L
Stbstation to the Xnob Switching Station for a short period of time.

Article dd) has been revised as suggested in your reference
letter. The 'Jashington office of the Bureau has no objection to the
article in its revised form, however, tre revision will te subject to
Secretarial approval.
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Articles 18(b) and (c¢) have been revised to conform with
the latest standard language required in all Bureau contracts and
in addition the sentence "This article is subject to the provisions
of Article 2, Chapter 2, Part 7, Div. 2, of the Labor Code of
California." has been aéded to Article 18 (b) because it now appears
in several contracts between your District and the United States
covering the sale of power by the District to the United States.

Enclosed are six copies of the proposed contract designated
Region 3 Draft, 4/28/50. Upon notification from you that the terms
of the contract are satisfactory and receipt of information necessary
to fill out the blanks in Articles 9(c) and 22, it will be forwarded
to VWashington for final approval of the Commissioner and for the
approval of the Secretary as to form. Following approval by the
Secretary it will be placed in final form for execution.

Sincerely yours,
E. A. Moritz (signed)

E. A, Moritgz
Regional Director

Enc losures 6
28 A Noday; Leg-8D)
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